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NOTICE
American Gilsonite Company : Gilsonite Leases
HC 73 Box 28 < UTU-0126940
Vernal, Utah 84078 : UTU-0126942

Notice of Readjusted Leases

As provided at 43 CFR 3511.15, and 3511.25, enclosed are the terms and conditions of your
readjusted gilsonite leases UTU-0126940 and UTU-0126942, which were originally issued
December 1, 1963. The readjusted lease will become effective December 1, 2003, unless
objections are received. The next 20-year readjustment will be December 1, 2023.

Currently, American Gilsonite Company has a statewide bond of $120,000 to cover its gilsonite

operations on Federal lands in the State of Utah. This bond is considered adequate at the present
time.

Under the readjusted terms of the leases, the annual rental and minimum royalty payments are
due in advance before December 1% of each year. Effective December 1, 2003, the rental is set
at the rate of $.50 per acre or fraction thereof per year and the annual minimum royalty in lieu of
production is set at the rate of $3.00 per acre or a fraction thereof per year. As provided at 43

CFR 3504.25, the rental paid for any lease year shall be credited against the minimum royalty
payments due for the above listed leases are as follows:

Lease Rental < Minimum Rovyalty Total
UTU-0126940 $120 $600 $720
UTU-0126942 $119 $595 $714




Z

In accordance with 43 CFR 3511.26(a), you have 60 days after receiving the proposed readjusted
terms to object. If we do not receive your objection within 60 days, the proposed readjusted
terms will be in effect. If you file an objection, BLM will issue a decision in response. If you
disagree with the decision, you may appeal to the Interior Board of Land Appeals.

/s/ Robert Lopez
Robert Lopez

Chief, Branch of
Minerals Adjudication

Enclosures
Readjusted Leases (8pp ea)

cc: Vernal Field Office, Attn: Howard Cleavinger, 170 So. 500 E., Vernal, UT 84078 (w/encl)
Mr. Lowell Braxton, UDOGM, Box 145801, Salt Lake City, UT 84114-5801 (w/encl)
SITLA, Attn: John Blake, 675 East 500 South, Suite 500, Salt Lake City, UT 84102 (w/encl)
Resource Development Coordinating Committee (w/encl)
MMS, Solid Minerals Staff (w/encl)



UNITED STATES Serial Number
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT UTU-0126940

READJUSTED GILSONITE EgASE

PART L. LEAqugyJJsug%gg D.

This ) Lease () Lease Renewal entered into by and between the UNITED STATES OF AMERICA, through the
Buresu of Land Management, hereinafter called lessor, and (Name and Address)

American Gilsonite Company

HC 73 Box 28

Vernal, UT 84078
hereinafter cg;‘lad 1!8?”5'6 is gﬁfgctéﬁe (dat
Sodium, Sulphur, Hordrock - -
[ with preferential right in the lessee to renew for successive periods “of years under such terms and conditions

as may be prescribed by the Secretary of the Interior, unless otherwise provided by law at the expiration of any period.

Potassium, Phosphote, Gilsonite -

[X) and for so long thereafter as lessee complies with the terms and conditions of this lease which are subject to readjustment

ot the end of each 20 _ egr period, unless otherwise provided by law.
: readjus t}écf pen

Sec. 1. This lease isA¥sued pursuant and subject to the terms and provisions of the:

[X] Mineral Leasing Act of 1920, as amended, and supplemented, 41 Stat. 437, 30 U.S.C. 181
the Act;

¥) _December 1, 2003 . ., for a peripd of 20 years,
ereafter as gilsonite is produced in paying quantities.

—287, hereinsfter referred to as

™ 1 Mineral Leasing Act for Acquired Lands, Act of August 7, 1947, 61 Stat. 913, 30 U.S.C. 351--359;
{__ Reorganization Plan No. 3 of 1946, 60 Stat. 1099 and 43 U.S.C. 1201;

X (Otber) formal now or hereafter, when ; and
to the regulations and g¥neuK MI3ing orders of the Secretary of the Interior in force XNXKe X%¥eX HHX N EASSFEXHEX
not inconsistent with the express and specific provisions herein.
Sec. 2, Lessor, in consideration of any bonuses,
served as herein set forth, hereby grants and leas
extract, remove, beneficiate,

rents, and royalties to be paid, and the conditions and covenants to be ob-

es to lessee the exclusive right and privilege to explore for, drill for, mine,
concentrate, or otherwise process and dispose of the gilsonite deposits and assocjated

minerals hereinafter referred to as ‘‘leased deposits,’’ in, upon, or under tihe following described lands:
T. 9S.,R. 24 E., SLM, UT
Sec. 17, NE, N2NW.
Uintah County
contsining 240;;00 :

acres, more or less, together with the right to construct such works, buildings, plants,
structures, equipment and appliances and the right to use such on-lease rights-of-way which may be necessa

in the exercise of the rights and privileges granted, subject to the conditions herein provided.
Phosphote -

*y and convenient

T In accordance wit
the processing or
lands or other lan

ction 11 of the Act (30 U.S.C. 213), lessee may use deposits of silica, limestone, or other rock in
ining of the phosphates, phosphate rock, and associated or related minerals mined from the leased
ipon payments of royalty as set forth on the sttachment to this lease. (Phosphate leases only.)

Ferrm 3890_7 (Decembe




PART il. TERMS AND CONDITIONS

Sec. 1. (s) RENTAL RATE - Lessee shall pey lessor
rental snnually and in sdvance for esch scte ot fraction.

thereof during the continuance of the leasé at' the mte
indicated below:

Sulphur, Gilsonite -

(150 cents for the first lease yeat
lease year; '

Herdrock - o

)81 for the first lease year and $1 for esch succeeding
laase yeor;

Phosphote — .

[ 25 cents for the first lease
and third lease years, and
year theseafter;

Potossium, Sodivm —

[ 25 cents for the first Celendar year of fraction thereof,
50 cents for the aecond, third, fourth, and fifth calendat

years respectively, and $1 for the sixth end esch suce-
ceeding calendar year; of

Sodium, Sulphvr, Asphalt, and Hardrock Renewal Leoses ~
S for eech ]esse year;

and each lncce.edlng

year, S0 cents for the second
$1 for ‘each and every lease

) RENTAL CREDITS - The rental for any yess will be
credited sgainst the first royalties as they sccrue under the
Jease during the year for which rental was paid,

Sec. 2. (a) PRODUCTION ROYALTIES - Lessee shall
pay lessor s production royalty in sccordance with the
sttached schedule, Such production royalty is due the
lest day of the month next following the month in which
the minersls are sold ot removed fiom the lessed lands.

(b) UMM KA BRGO Y CTIGHXANR MINIMUM ROY-
ALTY (0 Dess e xahelk paduee x i X auamelx haeia XA
XA A X BORAK XABCX XX XX XX XXX XXX XX XX X ARGOFR X ke
mnwmmmi soyxatxHoon X Khex R ISmPEXH,XOTX KAt
XKAX SR BEOAN FoK 18 XU XDeauon X XDonuox 1 O]
wmﬁx&mﬂpmﬂﬂlﬂﬂm% gX
FonERIAX e Mol Xt Xthex IaR L XSRRRRK D Xopurated et
mﬂwxxmxxxnmmmkﬂxmxmm
mxmwmmummnmmmemwMam
thMmﬂxm&m»ﬁmﬂmwKMH
fyptt b Shyex sof X soxnd e X oyt i Abemx
mwﬁlmxwymxxmmm
bexoxed ad 20 produc Ken xsoreldra Rk SHalmesk

Sec. 3. REDUCTION AND SUSPENSION - In sccordsnce
with Section 39 of the Minerel Leeasing Act, 30 U.S.C. 209,
the Jessor reserves the suthority to waive, suspend or re-
duce tental or minimum royalty, ot to reduce royalty, and
reserves the sutbority to sssent to os order the suspension
. of this lease.

Secl:. 4, %ONGD? -‘!‘.essee shn‘l,: nains tein in the ﬁropel office
a lease bond in t e smount . ot
in lieu thereof, an ag;;eptable atutl‘zr?&ogp n.S&SJ%%‘dl q:%nd.
The authorized ofﬁggx may require an incresse in this 8-
mount when sdditionsl coverage is determined sppropriste.

Sec. 5. DOCUMEN

, EVIDENCE AND INSPECTION - At
such times and in

ch form ss lessor may prescribe, lessee

While this

|

shall furnish detailed stetements showing the amounts
cquality of all products removed and sold
proceeds thesefrom, and the smount used
purpoges or unevoidably lost,

Lessee shall keep open st all reasonsble times for the
inspection of any duly suthorized officer of lessor, the
leased premises and all surface and underground improve-
ments, work, mschinery, ore stockpiles, equipment, and all
books, sccounts, maps, and records relative to operstions,
surveys, ot investigstions on of undet the leased lands,

Lessee shall either submit or provide lessor access to and
copying of documents reasonably necesasty to verify lessee
compliance with terms and conditions of the lease,

snd
the.leass, the
for production

lease remains in effect, information obtained
wnder this section shall be closed to inspection by the
public in sccordance with the Freedom of Informetion Act
(S U.S.C. 552).

Sec. 6. DAMAGES T0 PROPERTY
OPERATIONS - Lessee shall -exercise sessonsble daili.-
gence, skill, and care in the operation of the property, snd
carry on all operations in sccordance with approved met

and practices as provided in the operating regulstions, hav-
ing due regard for the prevention of injury to life, bealth
or property, and of waste ot damage to any water ot mineral
deposits. :

Lessee shall not conduct expl ration ot operstions, othes
than cesusl use, ptior to receipt of necessary permits of
approval of plans of operstions by lessot.

Lessee shall carmy on sll operations in sccordence with
spproved methods and practices as provided in'the opersting
regulstions, and the spproved mining plens in a manner that
minimizes sdverse impscts to the land, sir, and water, to
cultural, biological, visual, minersls, and other resources,
snd to other Jand uses or users. Lessee shall take messures
deemed necessary by lessor to accomplish the intent of this
Jease term. Such measutes may include, but are not Ylimited
to, modification to proposed siting of design of facilities,
timing of operations, and specification of interim and final
reclemstion procedures.

Lessor reserves to itself the right to lease, sell, or other~
wise dispose of the surface of other minetal deposits in the
Jands and the sight to continue existing uses and to suthor~
ige future uses upon ot in the lessed lands, including issu~
ing leases for mineral deposits not covered hereunder ot the
approval of easements o1 rights of way. Lessor shall condi~
tion such vses to prevent unnecessary or unreasonable inter—
ference with rights of lessee as may be consistent with con=
cepis of multiple use snd multiple mineral development.

AND CONDUCT OF

Sec. 7. PROTECTION OF DIVERSE INTERESTS, AND
EQUAL OFPORTUNITY — Lessee shall: pay when due sll
ed and levied under the laws of the

taxes legally assess
Stete or the United Ststes; sccord all employees complete
wages st least twice each

freedom of purchese; P8y all
month in lawful money of the United Stetes; meintain =
safe working environment in sccordance with stendard
industyy practices; restrict the workdey to pot more than 8
hours in sny one day fos underground workers, except ig
emergencies; and take measures necessary to protect the
heelth and safety of the public. No persop under the age
of 16 yesrs shall be mpkged in any mine below the sufsce
To the extent that laws of the Stste in which the lands ar



situsted are more restrictive than the provisions in this
paragraph, then the State laws apply.

Lessee will comply with all provisions of Executive Order
Ne. 11246 of September 24, 1965, as amended, and the rules,
regulations, and relevant orders of the Secretary of Labos.
Neither lessee nor lessee’s subcontractors shall maintain
segregated facilities.

Sec 8. (8) TRANSFERS ~ This lease may be transferred

in whole or in part to any person, associstion or corpora-
tion qualified to hold such lease interest.

(b) RELINQUISHMENT - The lessee may relinquish in
writing st any time all rights under this lease or any portion
thereof as provided in the regulations. Upon lessor's
scceptance of the relinquishment, lessee shall be relieved
of all future obligations under the lease or the relinquished
rortion thereof, whichever is applicable.

Sec. 9. DELIVERY OF PREMISES, REMOVAL OF MA-
CHINERY, EQUIPMENT, ETC. - At such time as all or
portions of this lesse are returned to lessor, jessee shal)
deliver up to lessor the land leased, underground timbering,
and such other supports and structures necessary for the
mreservation of the mine workings on the leased premises
or deposits and place all wells in condition for suspension
ot abandonment, Within 180 days thereof, lessee shall
remove irom the premises all other structures, machinery,
equipment, tools, and materials that it elects to or as
required by the authorized offices. Any such structures,
machinery, equipment, tools, and materials remaining on the
leased lands beyond 180 days, or approved exiension thereof,
-shall become the property of the lessor, but lessee sha]l
either remove any or all such property or shall continue
to be liable for the cost of removal and disposal in the
amount actually incurred by the lessor. If the surface is
owned by third parties, lessor shall waive the requirement
for removal, provided the third parties do not object to such

Sec. 14, SPECIAL STIPULATIONS -

et se

waiver, Lessee shal], pricx to the terminstion of bond
liability or at any other time when required and in accord-
ance with all applicable laws and regulations, reclaim al}
lands the surface of which has been disturbed, dispose of
all debris or solid waste, repair the offsite and onsite
damage caused by lessee’s sctivity or activities on the
leased lands, and reclaim access roads or trails.

Sec. 10. PROCEEDINGS IN CASE OF DEFAULT = If lessee
fails to comply with applicable laws, now existing reguls-
tions, or tie ternzs, conditions and stipulations of this lease,
and the noncompliance continves for 30 days after written
notice thereof, this lease shall be subject to cancellation
by the lessor only by judicial proceedings. This provision
shall not be construed to prevent the exercise by lessor of
any othe: legal and equitable remedy, including waiver of
the default. Any such remedy or waiver shall not prevent

later cancellation for the same defsult occuring at any
other time.

Sec. 11, HEIRS AND SUCCESSORS-IN-INTEREST - Each
obligation of this lease. shall extend to and be binding
upon, and every benefit hereof shall inure to, the heirs,

executors, administrators, successors, or assigns of the
respective parties hereto,

Sec. 12. INDEMNIFICATION - Lessee shall indemnify and

hold harmless the United States from any and all claims

arising out of the lessee’s activities and operations under
this lease.

Sec. 13. SPECIAL STATUTES - This lease is subject tc
the Federal Water Pollution Control Act (33 U.S.C. 125}
§ the Clean Air Act (42 U.S.C.7407 et. seq.), and to
all other applicable laws pertaining to exploration sctiv-
ities, mining operations and reclamation.

SEE ATTACHED STIPULATIONS

tSecuinn 14 continuved nn reve




ROYALTY TERMS AND CONDITIONS
Gilsonite Lease
Serial Number UTU-0126940

Sec. 2 (a)

PRODUCTION ROYALTY: The Lessee shall pay the Lessor production royalties of
the gross value of the gilsonite at the point of shipment to market. The Authorized
Officer (AO) will review the royalty rate after the 10™ lease year after the effective date

of readjustment and every five years thereafter. The royalty rate may be adjusted but
cannot be raised higher than the maximum set below:

Years 1 ~ 10 after readjustment @ 10%
Years 11-15 after readjustment @ 11% maximum
Years 16-20 after readjustment @ 12% maximum

For purposes of this lease, the point of shipment to market is defined as the mine loadout,
loading dock or similar facility at the processing plant. The gross value of the gilsonite at

the point of shipment to market shall be defined as the gross value of a processed product
for sale in an established market.

No deductions other than those specifically enumerated below are allowable for costs
incurred to process production to a marketable condition. However, under no
circumstances will the accepted value for royalty purposes, minus deductions, result in

the value being less than the monthly average value of the free on board (f.0.b.) bulk
sales price.

Deductible Items:

Freight and Handling: Only when entirely included in the sales price, the Lessee’s actual

reasonable costs of freight and handling from the point of shipment to market, where the
sales point is remote from the processing plant, are deductible.

Bagging and Tagging: The Lessee’s actual reasonable costs of bagging and tagging shall
be deductible when the royalty value is based on the gross value of bagged sales,
providing, the sales price of the product sold in bags has been increased over the bulk

product price to cover the cost of bagging. Bagging shall be deemed to include sacks,
drums, palletizing, and other similar container-form shipments.

Additives: The Authorized Officer will allow the actual reasonable costs of non-gilsonite

additives (material only) to be deducted from gross royalty value, if these additives
support a specific customer order.




2.

For royalty purposes, the gross value of bagged sales shall not be less than weighted
average value of bulk sales of similar quality production from the lease occurring within

the month. The value of bulk sales must equal or exceed 20 percent of the total monthly
sales from the point of shipment to market.

If the bulk sales value does not exceed 20 percent of the total sales for the month from the

lease, then comparable sales for similar products in the area will be used to determine the
bulk sales price pursuant to Federal Regulations. '




Serial Number: U-0126940

GILSONITE LEASE

Sec. 2 (b)
MINIMUM PRODUCTION AND MINIMUM ROYALTY:

(1) Minimum Production: Within 2 years after an exploration plan is approved by the
Authorized Officer of BLM, the Lessee shall complete exploration work according to the
plan. The exploration work shall consist of all exploration, bonding, data gathering and
proper submittals to BLM. Within 30 days after the exploration is completed, the Lessee
shall notify the Authorized Officer, in writing, that the exploration is complete and
submit the required results and verify the time when reclamation will commence.

Within 1 year after the Lessee notifies BLM that exploration is complete, the Lessee must
submit a mining and reclamation plan on the lease for approval.

Within 1 year after the BLM approves the mining and reclamation plan for the lease
(operation), the Lessee must produce and continue to produce gilsonite annually in
paying quantities. This provision cannot be waived in lieu of paying minimum royalty.

(2) Minimum Royalty: The Lessee is required to pay an advance minimum royalty of
$3.00 per acre after the sixth lease year on the lease. This advance minimum royalty will
be paid prior to the lease anniversary date. Minimum royalties will be applied as per 43
CFR 3504.25(b) and applied to the lease year only.




SPECIAL STIPULATIONS
READJUSTED GILSONITE LEASE
U-0126940

Cultural: The Lessee shall contact the Authorized Officer (AO) with sufficient
information and request a determination if a cultural inventory and tribal consultation
is necessary. If it is necessary, the Lessee shall conduct a cultural resource inventory
to Bureau of Land Management (BLM) Utah Class III inventory standards on all
- lands where the 'surface may be disturbed within the boundaries of the leased lands.
The - inventory shall be conducted by a qualified professional cultural resource
specialist (i.e. archaeologist, historian, or historical architect, as appropriate),
approved by the AO. A report shall be generated of the inventory and
recommendations made for protecting any cultural resources that are identified. The
Lessee shall undertake measures, in accordance with instructions from the AO to
protect cultural resources on the leased land. The Lessee shall not commence the
surface disturbing activities until permission to proceed is given by the AO. The cost

of conducting the inventory, preparing reports, and carrying out mitigation measures
shall be borne by the Lessee. '

The Lessee shall protect all cultural resource properties within the lease area from

lease related activities until the cultural resource mitigation measures can be
implemented.

If cultural resources are discovered during operations under this Jease, the Lessee
shall immediately bring them to the attention of the AO. The Lessee shall not disturb
such resources except as may be subsequently authorized by the AO. Within two
working days of notification, the AO will evaluate or have evaluated any cultural

resources discovered and will determine if any action may be required to protect or
preserve such discoveries.

All cultural resources shall remain under the jurisdiction of the United States until
ownership is determined under applicable law.

Surface Pillar: The Lessee shall be required to leave a surface pillar of sufficient

size or to blast the openings closed to insure future surface stability and allow for
final reclamation of the area for safe use, as determined by the AO.

;
e



Threatened and Endangered Species: The Lessee shall, prior to entry upon the
lease, conduct an intensive field inventory for Threatened, Endangered, Candidate or
Sensitive plant species on those areas to be disturbed and/or impacted on the lease
and, including access routes to the lease area. The inventory shall be conducted by a
qualified specialist(s) approved by the AO and a report of the inventory and
recommendation for the protection of these species submitted to and approved by the
AQ. An acceptable report of any findings shall include the specific location,
distribution, and habitat requirements of the species. The Lessee shall protect these
species within the lease area from any activities associated with operations conducted

under the terms of the lease and shall undertake such protective measures as may be
required by the AO.

Paleontology: Before beginning any surface disturbing activities within the
boundaries of the leased lands, the Lessee may be required to conduct an assessment
of paleontological resources if the Duchesne River, Uinta, or Green River formations
are exposed on the surface of the leased lands. An assessment includes a search
conducted by a qualified paleontologist, of information on file at museums,
universities, and/or geological surveys, and if necessary a search of published and
unpublished literature. A subsequent field survey for paleontological resources may
then be required, in accordance with BLM Handbook 8270-1. The paleontologist
shall report any discoveries of significant fossils and recommend mitigation measures

in an acceptable report to the AO. Costs of assessment and mitigation shall be borne
by the Lessee.

If vertebrate fossils are discovered during operations under the lease, the Lessee shall
immediately notify the AO and avoid disturbing the fossils until the AO or a qualified
paleontologist evaluates the discovery (within two working days). Any scientifically
significant fossils (all vertebrate remains, tracks or traces, and other fossils identified
on a case-by-case basis) shall remain the property of the United States government

and must be collected by a qualified paleontologist for storage in a suitable
repository.

WASTE CERTIFICATION: The Lessee must provide upon abandonment, transfer
of operation, assignment of rights, sealing-off a mined area and prior to lease
relinquishment, certification to the Lessor that, based upon a complete search of all
the records for the lease and its associated mine operation(s), and upon Lessee’s and
the operator’s knowledge of past mining operations associated with the lease, there
have been no reportable quantities of hazardous substances per 40 CFR 302.4 or used
oil [as per Utah State Administrative Code R-315-15], discharged, deposited, or
released within the lease, either on the surface or underground, and that all remedial
“actions necessary have been taken to protect human health and the environment with
respect 10 any such substances. Lessee must additionally provide to Lessor a
complete list of all hazardous substances and hazardous materials and their Chemical
Abstract Services Registry Numbers, and the oil and petroleum products used or

;ﬁ;ored on, or delivered to, the lease. Such disclosure will be in addition to any other
disclosure required by law or agreement. ;




ROYALTY VALUE OF UN-MINED GILSONITE: The Lessee shall be required to
pay the value of the royalty due on any gilsonite which would have been recovered
under the approved mine plan, which is otherwise lost or left economically

inaccessible by mining practices, unless approval for leaving the gilsonite has been
granted in writing by the Authorized Officer.




UNITED STATES :
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

READJUSTED GILSONITE LEASE

— N
PART |. LEASE mgyg\]sug%gg D. -

This ) Lease [ ] Lease Renewal entered into by and between the UNITED STATES OF AMERICA, through the
Bureau of Land Management, hereinafter called lessor, and (Name and Address)

American Gilsonite Company
HC 73 Box 28

Vernal, UT 84078 .
inaft , is effective (d, . . S { erjod o years,
hereinafter gﬁlée%erssﬁ 'lsoflgeqtiﬁéer(eé'*‘fer as gil son?gge?ge'ﬁr%duggg% n paying ?q’u%ﬁt{h es. 20
Sodium, Sulphur, Hordrock - :
(O] with preferential right in the lessee to renew for successive periods - of
as may be prescribed by the Secretary of the Interior, unless otherwise provided by
Potassium, Phosphote, Gilsonite —

[XJ and for so long thereafter as lessee complies with the terms and conditions of this lease which are subject to readjustment
at the end of each 20

. year period, unless otherwise provided by law.
readjus ted
Sec. 1. This lease is AX$ue¥ pursuant and subject to the terms and provisions of the:

X Mineral Leasing Act of 1920, as amended, and supplemented, 41 Stat.
the Act;

Seris] Number

UTU-0126942

years under such terms and conditions
law at the expiration of any period.

437, 30 U.S.C. 181-287, hereinafter referred to as

_'—_. Mineral Leasing Act for Acquired Lands, Act of August 7. 1947, 61 Stat. 913, 30 U.S.C. 351-359;
__ Reorganization Plan No. 3 of 1946, 60 Stat. 1099 and 43 U.S.C. 1201;

X_ (Other) formal now or hereafter, when ; and
to the regulations and REXBKMIMNY orders of the Secretary of the Interior in force N 2K X0 e F ¥ A B0 6% K&K
not inconsistent with the express and specific provisions herein.

Sec. 2. Lessor, in consideration of any bonuses, rents, and ro
served as herein set forth, hereby grants and leases to lessee
extract, remove, beneficiate, concentrat

yalties to be paid, and the conditions and covenants to be ob-

the exclusive right and privilege to explore for, drill for, mine,
e, or otherwise process and dispose of the gilsonite

; deposits and associated
minerals hereinafter referred to as ‘‘leased deposits,”’ in, upon, or under the following described lands:
T. 9 S., R, 23 E. » SLM, UT
Sec. 1, SESE; :
Sec. 12, NENE.
T. 9S., R. 24 E. » SLM, UT
Sec. 7, 1ot 1, NENW, S2NE.
Uintah County
containing 237.83 acres, more or less, to

gether with the right to construct such works, buildings, plants,
on-lease rights-of-way which may be necessa-y and convenient
the conditions herein provided.

structures, equipment and appliances and the right to use such
in the exercise of the rights and privileges granted, subject to

Phosphate -

T VIn accordance wit ction 11 of the Act (30 U.S.C. 213), lessee may use deposits of silica, limestone, or other rock in
the processing or refining of the phosphates, phosphate rock, and associsted or related minerals mined from the leased
lands or other lands upon payments of royalty as set forth on the attachment to this lease. (Phosphate leases only., )

Ferm 38207 /Decembe B4)
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PART il. TERMS AND CONDITIONS

Sec. 1. () RENTAL RATE - Lessee shall pay lessot
restal snnually and in sdvance for each scte of fraction.
thereof during the continuance of the leasé at the rate
indiceted below:

Sulphur, Gilsonite - _ .

(X150 cents for the first lease yea: and each succeeding
lease year;

Herdrock -

[] 81 for the first lease year and $1 for esch succeeding
laage year;

Phosphate — : -

[ 25 cents for the first lease year, SO cents for the second
and third lease years, and $1 for ‘each and every lease
year thereafter;

Potossium, Sodivm -

[ 25 cents for the first’ calendar year or fraction thereof,
S0 cents for the second, third, fourth, and fifth calendat

years respectively, and $1 for the sixth snd each suc-
ceeding calendar year; of

Sodium, Sulphur, Asphalt, and Hordrock Renewal Leoses ~
s for esch lease year;

) RENTAL CREDITS - The rental for any yest will be
credited against the first royalties ss they accrue under the
Jesse during the year for which rental was puid.

Sec. 2. () PRODUCTION ROYALTIES -~ Lessee shall
pay lessor @ production royalty in sccordance with the
attached schedule, Such production royalty is due the
last day of the month next following the month in which
the minersls sre sold ot removed from the leased lands.

() SNIMXMOANLA BAQDY CTIGHXANR MINIMUM ROY-
ALTY xxxm»unxﬁmlkmm”‘mmwﬂlﬁaxu
X R X O XA X X X XX XX XXX X XXX X XX X AROBGR X JoAe R
mwmmmi sbyxstxboon x Xbex XX GRIDE

IR X KOLX BELNISUDAN KK 18 XM XD R X XDeamaox XK ol

SUBpu AN Xod REETAKRAR HOSAK XA XN UK e R xm gX

B u ol 2kt xthiex I xonnnR K DU xopacateil et
wwnxmxxxzxmmmxumxmm
priot xpox iniddasiag sal b deaxe yRAK Xtz xuuthari zodk asioex
v wilowx Amometias the permn alk wA e FR00UMSKBCR XX
fmmwmunxmmmmmwum
mwmxmymxxmmkxmmmam
bexopel kad X PrOGRC KRR XSO KR A HRK SHl Beas

Sec. 3. REDUCTION AND SUSPENSION - In sccordence
with Section 39 of the Mineral Leasing Act, 30 U.S8.C. 209,
the lessot reserves the suthority to waive, suspendor re-
duce tental or minimum royalty, ot to reduce royalty, and

reserves the suthority to sssent to or ordes the suspension
of this lesse.

Sef. 4, ?;ONdD? -)!:;ssee shn:: mail'ls tein in the étopet office
a lease bond in the smount 1 : os
in lieu theseof, an acceptable ltate%?&ogp nast}gntv%‘u 4% nd.
The suthorized offic
mount when additio!

Sec. 5. DOCUMEN
such times and in suc

t may require an incresse in this »-
1 coverage is determined appropriste.

s, EVIDENCE AND INSPECTION - At

shall furnish detailed stetements showing the amounts and
quality of all products removed snd sold from the.lease, the
proceeds therefrom, and the smount used for production
purpoges ot unavoidably lost.

Lessee shall keep open at sl ressonsble times for the
spection of any duly authorized officer of lessor, the
leased premises and all sutface and underground improve-
ments, work, mschinery, ore stockpiles, equipment, and all
books, accounts, maps, and records relative to operations,
surveys, ot investigstions on of undet the leased lands.

Lessee shall either submit or provide lessor access to and
copying of documents reasonably necessaty to verify lessee
compliance with terms and conditions of the lease,

_ While this lease remsins in effect, information obtained

"mdet this section shall be closed to inspection by the
public In accordance with the Freedom of Informetion Act
(5 U.S.C. 552).

Sec. 6. DAMAGES TO PROPERTY AND CONDUCT OF
OPERATIONS - Lessee shall ‘esescise ressonsble dili-
gence, skill, and care in the operstion of the propenty, end
carry on all operations in accordance with approved methods
snd practices as provided in the operating regulations, hav-
ing due regerd for the prevention of injury to life, health
or property, and of waste or damage to any watet ot minersl
deposits.

Lessee shall not conduct exploration of operstions, othet
than cesual use, ptior to receipt of necessary permits of
approval of plans of operations by lessor.

Lessee shall cary on all operstions in accordence with
spproved wethods and practices as provided-in'the opersting
regulstions, and the approved mining plens in a mannes that
minimizes sdverse impscts to the land, aiz, and water, to
cultural, biological, visusl, minerals, and other resources,
snd to other land uses or users. Lessee shalliake measures
deemed necessary by lessor to sccomplish the intent of this
Jease term. Such measutes may include, but are not limited
to, modification to proposed siting of design of fscilities,
timing of operations, and specification of interim and final
reclamation procedures.

Lessor reserves to itself the right to lease, sell, or other -
wise dispose of the surfsce ot other minetal deposits in the
lands and the sight to continue existing uses and to author«
ige future uses upon ot in the jessed lands, including issu.
ing leases for mineral deposits not covered hereunder ot the
approval of easements ot rights of way. Lessot shall condd
tion such uses to prevent unnecessary of unreasonsble intex
ference with rights of lessee as may be consistent with con
cepis of multiple use and multiple minetal development.

Sec. 7. PROTECTION OF DIVERSE INTERESTS, AN(
EQUAL OPPORTUNITY - Lessee shall: psy when due =l
taxes Jegally assess and levied under the faws of thy
State o1 the United Ststes; eccord all employees complet
freedom of purchase; Ppey all wages at least twice cac
month in lewful money of ‘the United Ststes; msintain -
sefe working environment in sccordence with
industry practices; restrict the workdey to not more than:
hours in sny one day fos underground workers, except 1
emergencies; and teke measures necessary to protect i
heslth and safety of the public. No persop under the ag
of 16 yesss shall be empl ed in any mine below the swisc

b form as lessor may prescribe, lesses

“To the extent that 1sws of the State in which the lands ¢




situsted are more restrictive than the provisions in this
paragraph, then the State laws apply.

Lessee will comply with all provisions of Executive Order
No. 11246 of September 24, 1965, as amended, and the rules,
regulstions, and relevent orders of the Secretary of Labos.
Neither lessee nor Jessee’s subcontractors shall maintsin
segregated facilities.

Sec 8. (8) TRANSFERS - This lease may be transferred
in whole or in part to any person, sssociation or corpora-
tion qualified to hold such lease interest.

(b) RELINQUISHMENT - The lessee may relinquish in
writing at any time all rights under this lease or any portion
thereof as provided in the regulstions. Upon lessor's
scceptance of the relinquishment, lessee shall be relieved
of all future obligstions under the lease or the relinquished
portion thereof, whichever is applicable,

Sec. 9. DELIVERY OF PREMISES, REMOVAL OF Ma-
CHINERY, EQUIPMENT, ETC. - At such time as all or
portions of this lease are returned to lessor, lessee shall
deliver up to lessor the land leased, underground timbering,
ancd such other supports and structures necessaty for the
weservation of the mine workings on the leased premises
or deposits and place all wells in condition for suspension
or abandonment. Within 180 days thereof, lessee shall
temove irom the premises all other structures, machinery,
equipment, tools, and materials that it elects to or as
required by the authorized offices. Any such structures,
machinery, equipment, tools, and materials remaining on the
leased lands beyond 180 days, or approved extension thereof,
-shall become the property of the lessor, but lessee shal)
either remove any or all such property or shall continue
to be lisble for the cost of removal and disposal in the
amount actually incurred by the lessor. If the surface js
owned by third parties, lessor shall waive the requirement
for removal, provided the third parties do not object to such

Sec. 14, SPECIAL STIPULATIONS -

Lessee shall, prioe to the terminstion of bond
liability or at sny other time when required and in accord-
ance with all applicable laws and regulstions, reclaim al]
lands the surface of which has been disturbed, dispose of
all debris or solid waste, repair the offsite and onsite
damage caused by lessee's activity or sctivities on the
leased lands, and reclaim access roads of trails.

Sec. 10. PROCEEDINGS IN CASE OF DEFAULT ~If lessee
fails to comply with applicable laws, now existing reguls-
tions, or tre teriss, conditions and stipulations of this lease,
and the noncompliance continves for 30 days after written
notice thereof, this Jease shall be subject to cancellation
by the lessor only by judicial proceedings. This provision
shall not be construed to prevent the exercise by lessor of
any other legal and equitsble remedy, including waiver of
the default. Any such remedy or waiver shal] not - prevent

later cencellation far the same default occuring at any
other time.

Sec. 11, HEIRS AND SUCCESSORS-IN-INTEREST - Each
obligation of this lease.shall extend to and be binding
upon, and every benefit hereof shall jnure to, the heirs,

executors, administrators, .Successors, or assigns of the
respective parties hereto,

Sec. 12. INDEMNIFICATION - Lessee shall indemnify and
hold harmless the United States from sny and all claims

arising out of the lessee’s activities and operations under
this lease,

Sec. 13. SPECIAL STATUTES - This lease is subject tc
the Federal Water Pollution Control Act (33 U.S.C. 125}

et sel the Clean Air Act (42 U.S.C.7407 et. seq.), snd to

all other applicable laws penaining to exploration activ-
ities, mining operations and reclamation.

SEE ATTACHED STIPULATIONS

{Sectinn 14 continued on reverse!
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ROYALTY TERMS AND CONDITIONS
Gilsonite Lease
Serial Number UTU-0126942

Sec. 2 (a)

PRODUCTION ROYALTY: The Lessee shall pay the Lessor production royalties of
the gross value of the gilsonite at the point of shipment to market. The Authorized
Officer (AO) will review the royalty rate after the 10" lease year after the effective date

of readjustment and every five years thereafter. The royalty rate may. be adjusted but
cannot be raised higher than the maximum set below:

Years 1 - 10 after readjustment @ 10%
Years 11-15 after readjustment @ 11% maximum
Years 16-20 after readjustment @ 12% maximum

For purposes of this lease, the point of shipment to market is defined as the mine loadout,
loading dock or similar facility at the processing plant. The gross value of the gilsonite at

the point of shipment to market shall be defined as the gross value of a processed product
for sale in an established market.

No deductions other than those specifically enumerated below are allowable for costs
incurred to process production to a marketable condition. However, under no
circumstances will the accepted value for royalty purposes, minus deductions, result in

the value being less than the monthly average value of the free on board (f.0.b.) bulk
sales price.

Deductible Items:

Freight and Handling: Only when entirely included in the sales price, the Lessee’s actual
reasonable costs of freight and handling from the point of shipment to market, where the
sales point is remote from the processing plant, are deductible.

Bagging and Tagging: The Lessee’s actual reasonable costs of bagging and tagging shall
be deductible when the royalty value is based on the gross value of bagged sales,
providing, the sales price of the product sold in bags has been increased over the bulk

product price to cover the cost of bagging. Bagging shall be deemed to include sacks,
drums, palletizing, and other similar container-form shipments.

Additives: The Authorized Officer will allow the actual reasonable costs of non-gilsonite

additives (material only) to be deducted from gross royalty value, if these additives
support a specific customer order.




2.

For royalty purposes, the gross value of bagged sales shall not be less than weighted
average value of bulk sales of similar quality production from the lease occurring within

the month. The value of bulk sales must equal or exceed 20 percent of the total monthly
sales from the point of shipment to market.

If the bulk sales value does not exceed 20 percent of the total sales for the month from the

lease, then comparable sales for similar products in the area will be used to determine the
bulk sales price pursuant to Federal Regulations.




Serial Number: U-0126942
GILSONITE LEASE

Sec. 2 (b)
MINIMUM PRODUCTION AND MINIMUM ROYALTY:

(1) Minimum Production: Within 2 years after an exploration plan is approved by the
Authorized Officer of BLM, the Lessee shall complete exploration work according to the
plan. The exploration work shall consist of all exploration, bonding, data gathering and
proper submittals to BLM. Within 30 days after the exploration is completed, the Lessee
shall notify the Authorized Officer, in writing, that the exploration is complete and
submit the required results and verify the time when reclamation will commence.

Within 1 year after the Lessee notifies BLM that exploration is complete, the Lessee must
submit a mining and reclamation plan on the lease for approval.

Within 1 year after the BLM approves the mining and, reclamation plan for the lease
(operation), the Lessee must produce and continue to produce gilsonite annually in
paying quantities. This provision cannot be waived in lieu of paying minimum royalty.

(2) Minimum Royalty: The Lessee is required to pay an advance minimum royalty of
$3.00 per acre after the sixth lease year on the lease. This advance minimum royalty will
be paid prior to the lease anniversary date. Minimum royalties will be applied as per 43
CFR 3504.25(b) and applied to the lease year only.

R




SPECIAL STIPULATIONS
READJUSTED GILSONITE LEASE
U-0126942

Cultural: The Lessee shall contact the Authorized Officer (AO) with sufficient
information and request a determination if a cultural inventory and tribal consultation
is necessary. If it is necessary, the Lessee shall conduct a cultural resource inventory
to Bureau of Land Management (BLM) Utah Class III inventory standards on all
lands where the surface may be disturbed within the boundaries of the leased lands.
The inventory shall be conducted by a qualified professional cultural resource
specialist (i.e. archaeologist, historian, or historical architect, as appropriate),
approved by the AO. A report shall be generated of the inventory and
recommendations made for protecting any cultural resources that are identified. The
Lessee shall undertake measures, in accordance with instructions from the AO to
protect cultural resources on the leased land. The Lessee shall not commence the
surface disturbing activities until permission to proceed is given by the AO. The cost

of conducting the inventory, preparing reports, and carrying out mitigation measures
shall be bome by the Lessee.

The Lessee shall protect all cultural resource properties within the lease area from

lease related activities until the cultural resource mitigation measures can be
implemented.

If cultural resources are discovered during operations under this lease, the Lessee
shall immediately bring them to the attention of the AO. The Lessee shall not disturb
such resources except as may be subsequently authorized by the AO. Within two
working days of notification, the AO will evaluate or have evaluated any cultural

resources discovered and will determine if any action may be required to protect or
preserve such discoveries.

All cultural resources shall remain under the jurisdiction of the United States until
ownership is determined under applicable law.

Surface Pillar: The Lessee shall be required to leave a surface pillar of sufficient
size or to blast the openings closed to insure future surface stability and allow for
final reclamation of the area for safe use, as determined by the AO.




Threatened and Endangered Species: The Lessee shall, prior to entry upon the
lease, conduct an intensive field inventory for Threatened, Endangered, Candidate or
Sensitive plant species on those areas to be disturbed and/or impacted on the lease
and, including access routes to the lease area. The inventory shall be conducted by a
qualified specialist(s) approved by the AO and a report of the inventory and
recommendation for the protection of these species submitted to and approved by the
AO. An acceptable report of any findings shall include the specific location,
distribution, and habitat requirements of the species. The Lessee shall protect these
species within the lease area from any activities associated with operations conducted

under the terms of the lease and shall undertake such protective measures as may be
required by the AO.

Paleontology: Before beginning any surface disturbing activities within the
boundaries of the leased lands, the Lessee may be required to conduct an assessment
of paleontological resources if the Duchesne River, Uinta, or Green River formations
are exposed on the surface of the leased lands. An assessment includes a search
conducted by a qualified paleontologist, of information on file at museums,
universities, and/or geological surveys, and if necessary a search of published and
unpublished literature. A subsequent field survey for paleontological resources may
then be required, in accordance with BLM Handbook 8270-1. The paleontologist
shall report any discoveries of significant fossils and recommend miti gation measures

in an acceptable report to the AO. Costs of assessment and miti gation shall be borne
by the Lessee.

If vertebrate fossils are discovered during operations under the lease, the Lessee shall
immediately notify the AO and avoid disturbing the fossils until the AO or a qualified
paleontologist evaluates the discovery (within two working days). Any scientifically
significant fossils (all vertebrate remains, tracks or traces, and other fossils identified
on a case-by-case basis) shall remain the property of the United States government

and must be collected by a qualified paleontologist for storage in a suitable
repository.

WASTE CERTIFICATION: The Lessee must provide upon abandonment, transfer
of operation, assignment of rights, sealing-off a mined area and prior to lease
relinquishment, certification to the Lessor that, based upon a complete search of all
the records for the Jease and its associated mine operation(s), and upon Lessee’s and
the operator’s knowledge of past mining operations associated with the lease, there
have been no reportable quantities of hazardous substances per 40 CFR 302.4 or used -
oil. [as per Utah State Administrative Code R-315-15], discharged, deposited, or
released within the lease, either on the surface or underground, and that all remedial
actions necessary have been taken to protect human health and the environment with
respect to any such substances. Lessee must additionally provide to Lessor a
complete list of all hazardous substances and hazardous materials and their Chemical
Abstract Services Registry Numbers, and the oil and petroleum products used or
stored on, or delivered to, the lease. Such disclosure will be in addition to any other
disclosure required by law or agreement.




ROYALTY VALUE OF UN-MINED GILSONITE: The Lessee shall be required to
pay the value of the royalty due on any gilsonite which would have been recovered
under the approved mine plan, which is otherwise lost or left economically

inaccessible by mining practices, unless approval for leaving the gilsonite has been
granted in writing by the Authorized Officer.
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